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According to a statement by Citibank on Jan. 10, the Mexican government has concluded an
agreement with commercial banks to restructure $48 billion in medium- and long-term debt.
The announcement marks the first finalized agreement under the so-called Brady Plan. A joint
communique by the Mexican Finance Ministry and Citibank said the agreement had the support
of virtually all 450 commercial foreign banks with outstanding loans to Mexico. The banks chose
among the following options: exchanging debt paper discounted at 35% of face value for new
Mexican 30-year government bonds backed up by the US Treasury; establishing a fixed interest
rate of 6.25% on outstanding loans, also backed by bonds; and, new loans. According to Notimex,
the most popular options by far for the banks were the first two. Only 10% of the creditor banks
agreed to lend new monies equivalent to 25% of their current outstanding loans before year-end
1992. In a statement on Wednesday evening, President Carlos Salinas de Gortari said the agreement
will be formalized late this month or early February. On Jan. 8, US Treasury officials and bank
executives said there was a $300 million financing gap that still had to be filled before the deal
could be formally concluded. A total of $7 billion was necessary as collateral. Also on Monday, The
Wall Street Journal reported Jan. 8 that a Treasury plan to sell bonds to assist Mexico would cost
US taxpayers at least $500 million. Treasury officials were quick to respond that taxpayers will in
no way subsidize the debt restructuring agreement, followed by explanations of the zero-coupon
bond scheme and interest rate to be adopted. (Basic data from New York Times, 01/09/90; Notimex,
01/09/90, 01/10/90; AFP, 01/10/90)
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